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On Aug. 8, during a round table discussion on foreign debt sponsored by the Senate, former cabinet
members Mario Henrique Simonsen, Joao Sayad and Luiz Carlos Bresser Pereira said that creditors
now admit that traditional refinancing and restructuring methods are obsolete. According to
Bresser Pereira, "We can now reduce our total debt by up to 50%." Bresser Pereira served under
the administration of former president Jose Sarney between April and December 1987. His initial
debt reduction proposals were subjected to strong criticism by foreign commercial bank creditors.
Bresser Pereira's most recent debt reduction proposal follows: writing off half Brazil's foreign debt;
converting 10% of the remaining debt into state-run company privatization bonds; refinancing
another 20% to be repaid over the next 30 years; and, repayment of the final 20% to banks which
consent to the refinancing strategy. Mario Henrique Simonsen, who served as Treasury Minister
under Gen. Ernesto Geisel (1973-1979), confirmed that "in 1976 no one could see past the notion
of refinancing." He added that the time is right for Brazil to negotiate an appropriate agreement
with creditors. According to Simonsen, a new agreement should include reduction of the total
foreign debt, and guarantees that foreign financial institutions will renew lending to Brazil in order
to attract the return of flight capital. Paulo Nogueira Batista Junior, economist with the Getulio
Vargas Foundation (Rio de Janeiro), said that he sees potential for a change in strategy and for
circumventing a "series of errors" in the next negotiations with foreign bank creditors. (Basic data
from EFE, 08/09/90)
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